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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: COMMERCE SECURITIES CORPORATION OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
710 North Post 0Oak Road Suite 400
{No. and Street)
Houston Texas 77024
(City) (S1a1e) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
George Gilman 713-613-2914

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*  [PRG OImG

Briggs & Veselka Co. A
2 67

(Name — if individual, state last, first, middle name)

6575 West Loop South, Suite 700, Bellaire Texaq.[HOMSOh'lMOl
(Address) (City) (State) (Zip Code)
CHECK ONE: SECURITIES AND EXCHANGE COMMISSION
: _ RECEIVED
Certified Public Accountant
O Public Accountant MAY 2 1 2[][]']

[0 Accountant not resident in United States or any of its possessions. BRANCH OF RIZZEISTRATIONS

FOR OFFICIAL USEONLY | no  pxaMINATIONS

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the collection of /U
information contained in this form are not required torespond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.




OATH OR AFFIRMATION

I, George Gilman , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Commerce Securitieg Corporation , as

of March 31 ,20 07 | are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

)
iy
"%&a Barbara J Stater % /4 %

o H . .
gL My Commission Expires Signature

e 041112009 ~

Rl £ .00

Notary Pu

This report ** contains (check all applicable boxes):

] (a) Facing Page.

[@ (b) Statement of Financial Condition.

O (¢) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

[0 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

O (g) Computation of Net Capital.

[0 ¢h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

£} () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[ (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidaticn.

OO ) An Oath or Affirmation.

[0 (m) A copy of the SIPC Supplemental Report.

[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**EFor conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3}.



Commerce Securities Corporation and Subsidiary
Consolidated Statement of Financial Condition
For the Fiscal Year Ended March 31, 2007
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A PROFESSICOMNAL CORPORATION
Certified Public Accountants and Business Advisors

V?‘ Briggs & Veselka Co.

To the Board of Directors
Commerce Securities Corporation and Subsidiary
Houston, Texas

Independent Auditor’s Report

We have audited the accompanying consolidated statement of financial condition of Commerce
Securities Corporation and Subsidiary (the “Company™) as of March 31, 2007. The statement of
financial condition is the responsibility of the Company’s management. Our responsibility is to
express an opinion on this consolidated financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in
all material respects, the financial position of Commerce Securities Corporation and Subsidiary as of
March 31, 2007, in conformity with accounting principles generally accepted in the United States of
America.

Briggs & Veselka Co.
A Professional Corporation
Certified Public Accountants

May 8, 2007

HOUSTON OFFICE 7126679147 Tel. m 713.667.1697 Fax
6575 West loop South, Suite 700 0 Belloire, Texas 77401 @ www.bveepa.com

Mermber of the Center for Public Company Audit Fims of ihe Amesican Insliute of Cenilied Public Accouniants

|||||||||||||
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COMMERCE SECURITIES CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

ASSETS

Cash and cash equivalents $ 312,521
Investment in equity securities, at fair value 147,050
Furniture and equipment, net of accumulated depreciation of $10,138 1,204
Prepaid expense 3,500
Other assets 824
TOTAL ASSETS $ 465,099
LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES

Accrued liabilities $ 298
Deferred federal income tax 12,914
TOTAL LIABILITIES 13,212
STOCKHOLDERS’ EQUITY

Common stock; $1 par value; 1,000,000 shares authorized,

14,950 shares 1ssued and outstanding 14,950
Additional paid-in capital 91,666
Accumulated other comprehensive income, net of tax of $12,998 73,652
Retained earnings 364,182
Treasury stock, at cost 4,125 shares (92,563)
TOTAL STOCKHOLDERS’ EQUITY 451,887
TOTAL LIABILITIES AND STOCKHOLDERS® EQUITY $ 465,099

The accompanying notes are an integral part of this consolidated statement of financial condition.

)




COMMERCE SECURITIES AND SUBSIDIARY
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization

Commerce Securnities Corporation and Subsidiary (the “Company”) commenced operations in
November 1982 and is a broker/dealer in securities pursuant to the rules and regulations of the
National Association of Securities Dealers, Inc. and the Securities and Exchange Commission. The
Company’s primary business consists of consulting services, private placements and mergers, and
acquisitions. During 2002, the Company formed a wholly-owned subsidiary, Commerce Capital
Investments, Inc., whose purpose is to hold investments for Commerce Securities Corporation.

Significant Accounting Policies

A.

Principles of Consolidation

The consolidated statement of financial condition includes accounts of Commerce Securities
Corporation and its subsidiary. All significant intercompany transactions have been
eliminated.

Cash and Cash Equivalents

Cash and cash equivalents includes cash and highly liquid investments with original maturities
of three (3) months or less.

Investments

The Company’s investment in marketable equity securities are classified as available-for-sale
and are carried in the consolidated statement of financial condition at fair value. Realized
gains and losses are included in earnings; unrealized holding gains and losses are reported in
other comprehensive income.

Income Taxes

The Company accounts for income taxes under the assets and liabilities method. Deferred tax
assets and liabilities are recognized for the future tax consequences attributable to differences
between the consolidated statement of financial condition carrying amounts of existing assets
and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets
and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date. When applicable, a valuation allowance is established to reduce any deferred
tax asset when it is determined that it is more likely than not that some portion of the deferred
tax asset will not be realized.

)




COMMERCE SECURITIES AND SUBSIDIARY
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

NOTE | — ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Significant Accounting Policies (Continued)

J
J
)
J
J
J
)
)
)
E D. Income Taxes (Continued)
]

Also, for income tax reporting, unrealized gains and losses on available-for-sale marketable
securities are not included in taxable income. As aresult, the basis of marketable securities for
financial reporting differs from the tax basis by the cumulative amount of unrealized holding
gains and losses. Deferred income taxes have been recorded for the difference, which will be
taxable or deductible in future periods when the securities are sold.

E. Furniture and Equipment

Furniture and equipment are stated at cost. The cost of furniture and equipment is depreciated

over the estimated useful lives of the related assets. Depreciation is calculated on the straight-

line method for financial reporting purposes and on the accelerated methods for income tax
' purposes.

assumptions that affect the reported amounts of assets and liabilities at the date of the
consolidated statement of financial condition and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

NOTE 2 — INVESTMENT IN EQUITY SECURITIES

The cost, unrealized gain and estimated fair value of the Company’s investment in equity securities
at March 31, 2007 are as follows:

Unrealized Estimated
Cost Gain Fair Value

EQUITY SECURITIES b 60,400 § 86,650 § 147,050

F.  Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
4)




COMMERCE SECURITIES AND SUBSIDIARY
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007

NOTE 3 — INCOME TAXES

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the consolidated statement of financial condition carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured
using enacted tax rates expected to be recovered or settled. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in income in the year that includes the enactment
date.

The deferred taxes at March 31, 2007, consist of a deferred tax liability of $12,914 relating primarily
to temporary differences arising from unrealized gains on investment securities.

NOTE 4 — MINIMUM CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(Rule 15¢-3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1, and retained earnings
may be restricted as to payment of dividends if this ratio exceeds 10 to 1. At March 31, 2007, the
Company had computed regulatory net capital of $406,400, which exceeded its required net capital
of $5,000 by $401,400. The Company’s aggregate indebtedness to net capital ratio was .0 to 1.

NOTE 5 ~ LIABILITIES SUBORDINATED TO THE CLAIMS OF GENERAL CREDITORS

As of March 31, 2007, the Company had no liabilities subordinated to claims of general creditors.

NOTE 6 — CONCENTRATIONS

The Company generally maintains its excess cash in deposits with major banks and balances often
exceed the levels provided for by federal depository insurance. At March 31, 2007, the Company’s
uriinsured cash balances totaled $155,115. The Company monitors the stability of the financial
institution on an ongoing basis.

NOTE 7 — EXEMPTION PROVISIONS

The Company has claimed an exemption from Rule 15¢3-3 under Section (k)(2)(i), in which it
carries no margin accounts, promptly transmits all customer funds and delivers securities received,
does not otherwise hold funds or securities for, or owe money or securities to, customers, and
eflfectuates all financial transactions with customers through one or more bank accounts, each
designated as “special account for the exclusive benefit of customers of Commerce Securities
Corporation.”

(3)




COMMERCE SECURITIES AND SUBSIDIARY
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2007
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NOTE 8 — SUBSEQUENT EVENT

Subsequent to year end the Company made a loan to a third party in the amount of $90,000 which
matures in April 2008 and bears interest at eleven percent (11%). The loan is secured by the third

party’s right, title and interest in a limited partnership.

(6)

END




